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SUBJECT: PRESIDENTIAL VISIT - U.S. ASSISTANCE TO ISRAEL 

1. SUMMARY. ISRAELI EMBASSY ECONOMIC MINISTER SHER CALLED 
ON NEWMAN (T) AND LADD (PM/SAS) MAY 31 TO DISCUSS FOLLOWING 
MATTERS: (1) REMAINING DOLLARS 500 MILLION ALLOWABLE AS 
GRANT UNDER DOLLARS 2.2 BILLION EMERGENCY SECURITY ASSISTANC 
AUTHORIZATION; (2) ASSURANCE OF USG ASSISTANCE IN FINANCING 
DOLLARS 3 BILLION IN MILITARY EQUIPMENT PURCHASES FROM 

U.S. OVER NEXT THREE YEARS; (3) CREATION OE JOINT ECONOMIC 
COMMISSION AS EVIDENCE U.S. ECONOMIC SUPPORT EOR AND COOPER- 
ATION WITH ISRAEL; 

AND (4) ASSURANCE THAT ISRAEL COULD PURCHASE CERTAIN 
STRATEGIC MATERIALS THROUGH U.S. IE NECESSARY. SHER SAID HE 
THOUGHT GOI WOULD RAISE THESE MATTERS DURING PRESIDENT'S 
VISIT. END SUMMARY. 

2. ISRAELI EMBASSY ECONOMIC MINISTER SHER CALLED ON 
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NEWMAN AND LADD TO DISCUSS MATTERS SHER THOUGHT GOI WOULD 
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RAISE DURING PRESIDENT'S VISIT. SHER SAID HE WANTED TO RE 
MIND DEPARTMENT THAT GOI STILL INTERESTED IN REMAINING 
DOLLARS 500 MILLION ALLOWABLE AS GRANT UNDER DOLLARS 2.2 
BILLION EMERGENCY SECURITY ASSISTANCE AUTHORIZATION. HE 
EXPRESSED HOPE PRESIDENT COULD BRING THIS GRANT DETERMINATION 
TO ISRAEL NOW THAT GOI IN PROCESS OE SIGNING CREDIT AGREE- 
MENTS WITH DOD EOR DOLLARS 1.2 BILLION IN MILITARY EQUIPMENT 

3. SHER NEXT TURNED TO SUBJECT OE GOI DIRECT MILITARY 
PURCHASES IN U.S. HE NOTED GOI HAS ALREADY SIGNED PURCHASE 
CONTRACTS WITH DOD EOR NEARLY ENTIRE DOLLARS 2.2 BILLION 
EMERGENCY SECURITY ASSISTANCE. HOWEVER, THERE ARE ADDI- 
TIONAL GOI REQUESTS EOR EQUIPMENT AMOUNTING TO DOLLARS 1.5 
BILLION THAT REMAIN TO BE EILLED. SHER SAID THAT EINANCE 
MINISTER SAPIR HAD RECENTLY ESTIMATED ISRAEL'S TOTAL 
DEEENSE COSTS FOR PERIOD FY 76-78 INCLUSIVE AT DOLLARS 10 
BILLION. IN THIS PERIOD GOI WILL BE SPENDING ANNUALLY 

FROM ITS RESOURCES DOLLARS 3 BILLION IN EOREIGN EXCHANGE 
FOR DIRECT IMPORTS OF RAW MATERIALS EOR DEEENSE INDUSTRIES 
AND INDIRECT COSTS FOR IDF. SHER POINTED OUT THAT MOST 
IMPORTANT EIGURE WAS DOLLARS 3 BILLION IN EOREIGN EXCHANGE 
THAT GOI ESTIMATES WILL BE NEEDED FOR DIRECT PURCHASES OF 
MILITARY EQUIPMENT IN U.S. FROM DOD AND ON COMMERCIAL 
MARKET (NEARLY DOLLARS 200 MILLION ANNUALLY) DURING PERIOD 
INDICATED. SHER STATED GOI WILL REQUIRE EINANCING ASSIST- 
ANCE EOR TOTAL ESTIMATED DOLLARS 3 BILLION OVER THREE-YEARS 
PERIOD, AND ADDED THAT SAPIR HAD MENTIONED MATTER TO 
SECRETARY DURING RECENT VISIT TO ISRAEL. 

4. SHER SAID THAT THESE FIGURES ARE ROUGH ESTIMATES AND 
ARE BASED ON ISRAEL'S DEFENSE PROGRAM WHICH DEEENSE MINISTE 
DAYAN HAD PRESENTED TO DOD SECRETARY SCHLESINGER LAST 
MARCH. SHER EXPRESSED HOPE USG COULD PROVIDE GOI WITH 
FINANCIAL ASSISTANCE UNDER ONE-TIME CONTINUING AUTHOR 17, ATIO 
FOR ONGOING ARMS PURCHASE PROGRAM OR PROPORTIONAL ANNUAL 
PROGRAM TO MEET THESE NEEDS. SHER COMMENTED THAT USG 
DECISION ON THIS ASSISTANCE NOW WOULD BE HELPFUL IN 
FOLLOWING WAYS: (A) INDICATION OF "ENVIRONMENT" OF U.S.- 
ISRAELI RELATIONS; (B) ASSURANCE TO NEW GOI THAT NECESSARY 
ARMS WILL BE PAID EOR; AND (C) PERMIT NEW GOI SET NEW 
ECONOMIC POLICY NECESSARY FOR GROWTH AND STABILITY. 
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5. SHER ALSO COMMENTED BRIEFLY ON PROBLEMS GOI HAS ENCOUN- 
TERED IN OBTAINING COMMERCIAL LOANS EOR FY 74 FMS ALTHOUGH 
GUARANTEED BY USG UP TO 20 YEARS. HE SAID HE SENSED DIS- 
LIKE EOR GIVING MONEY TO ISRAEL AND HESITATION OUT OF BELIEF 
THAT U.S.-ISRAELI RELATIONS MIGHT DETERIORATE IN VIEW OF 
IMPROVING U.S. RELATIONS WITH THE ARABS. THERE WAS ALSO 
SOME MISUNDERSTANDING AMONG POSSIBLE CREDITORS RE EXTENT 
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USG GUARANTY. SHER STATED HE NOT ASKING USG TO DO ANYTHING 
AT THIS POINT BUT HE MAY HAVE TO COME BACK TO US. 

6. IN LIGHT OE ABOVE (PARA 5) SHER SAID GOI WOULD EAVOR 
ESTABLISHMENT OF JOINT U.S.-ISRAELI ECONOMIC COMMISSION 
(SUCH AS THE U.S.-JAPAN AND U.S.-USSR ECONOMIC COMMISSIONS) 

TO HANDLE BILATERAL ECONOMIC AFFAIRS AS BEST WAY TO ENHANCE 
ATMOSPHERE OE ECONOMIC RELATIONS. HE POINTED TO RECENT 
U.S.-SAUDI STATEMENT ON ECONOMIC COOPERATION AND 
ESTABLISHMENT OF BILATERAL COMMISSIONS AS EXAMPLE OF WHAT 
HE HAD IN MIND. SUCH PUBLIC DOCUMENT WOULD SHOW USG INTER- 
ESTED IN SEEING AMERICAN FIRMS DEAL WITH ISRAEL AND WOULD 
ENCOURAGE AMERICAN INVESTMENT THERE. 

7. FINALLY SHER SAID GOI WOULD LIKE TO HAVE WRITTEN ASSUR- 
ANCE THAT ISRAEL WOULD BE ABLE TO PURCHASE CERTAIN STRATEGIC 
RAW MATERIALS (E.G., COPPER, IRON, DIAMONDS, BAUXITE) 

THROUGH U.S. IF NECESSARY. 

KISSINGER 
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